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THE PLACE OF ACCOUNTANCY IN GOVERNMENT
I
Lloyd Morey
Government is assuming the role of a major industry. The 
volume of business transacted by the national, state and local govern* 
ments runs into billions of dollars per year. Whatever we may indi­
vidually think of some of the activities represented by this program, 
much of this expanded public business is with us to stay because it 
represents essential services which governments must continue to 
render.
Business of such scope and importance must be wisely and ef­
fectively administered. It must be managed in such a way that the 
interest of the public in it is fully protected. Furthermore, the 
public, as owners of this great enterprise, must be continuously and 
adequately Informed as to what is going on in it. For such purposes, 
accountancy becomes an agency of major importance. Through it the 
financial programs incident to these undertakings are laid out, the 
records thereof are maintained and the reports concerning their 
results are made possible.
"We are prone to assume that accounting is a necessary evil 
and a means by which figures can be made to show any condition of 
affairs which may be desired. On the contrary, accounts and the 
financial reports prepared from them constitute the principal source 
from which information concerning financial transactions can be 
secured and the basis for decisions of vital consequence. If the 
accounts are kept in accordance with sound principles and in such a 
way that the information which they produce is reliable, they become 
the most important means of providing for the intelligent and orderly 
administration of public affairs. In addition they furnish the 
means by which the public may have greater assurance that finances 
are being honestly, correctly, and wisely administered.”
The term government. as here used, includes every public body 
which is engaged in the exercise of an essential governmental func­
tion through which it has authority over persons subject to its 
jurisdiction. It includes the federal government, the state govern­
ment and all forms of local governments. The various divisions of 
local government include counties, townships, cities and villages, 
schools, and other miscellaneous groups. Among the latter may be 
mentioned such units as park districts, sanitary districts and road 
districts. According to a recent survey, the number of local govern­
mental bodies in the United States exceeds 175,000. In other words, 
this number of separate agencies is engaged in carrying on opera­
tions of a public nature in the United States.
Although the business of government covers a wider scope and 
a greater variety of activities than any other business, the facts 
concerning it are all too little known to its owners, the citizens. 
Every citizen in the United States is a "stockholder" in one or 
more of these public enterprises. No person however small his 
property or income, escapes a share of the expense of maintaining
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these various branches of government. For that reason, the effi­
cient and economical management of government is of direct concern 
and importance to every person.
As an owner each citizen is entitled to a continuous and com­
plete accounting for all governmental activities and should be able 
to interpret such information and to act upon it intelligently. 
As an owner, he must have reasonable knowledge of the financial 
facts and problems of that business. Such knowledge can be obtained 
only through proper systems of financial records and reports.
We should now endeavor to take stock of the present status 
of accounting, reporting and auditing in the various types of govern­
ment. Let it be recognized, first of all, that there is much excel­
lent work done in this field. Instances will be found in consider­
able number in practically every branch of government, in which the 
system of accounting and reporting measures up to good standards 
and meets well the purposes it should serve. Speaking broadly, 
however, and allowing for the good work done in many places, public 
accounts in this country are imperfectly kept, poorly reported and 
inadequately audited. Time will by no means permit the array of 
evidence which could be assembled in support of this statement. 
Scattering illustrations only are possible.
In the case of the national government, provision is made 
in the general accounting act of 1921 for the setting up of a com­
prehensive accounting system. The provisions of this act should 
insure a permanent and capable personnel to deal with this problem 
in an adequate manner. Although over a decade has elapsed since 
the Act went into effect, its provisions and possibilities with 
respect to accounts and reports are still far from being carried 
out. Here, let me refer to an analysis of the situation presented 
by W. F. Willoughby of the Institute for Governmental Research in 
his "Financial Condition and Operations of the National Government,” 
the following extracts from which will indicate the condition which 
exists in this respect:
"Though the national government, following the adoption of 
its budget system, has done much more than most other governments 
in the way of preparing special analytical and informative state­
ments, it still remains true that it has by no means prepared the 
statements that are necessary in order to make known its real finan­
cial condition and its real income and expenditures, and that many 
of the statements that it has prepared with this end in view are 
defective and at times absolutely misleading.
’’The first thing that it is desirable to know regarding the 
financial affairs of an enterprise is its financial condition and 
how this condition compares with prior showings. The statement em­
ployed by private undertakings for imparting this information is 
known as a ’balance-sheet’. No well-run private corporation would 
for a moment contemplate the establishment of an accounting system 
that did not permit of the preparation of such a statement.
”In marked contrast, few governments have provided themselves 
with accounting systems that permit of the preparation of statements 
of this character. Certainly the national government has never 
done so.”
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With respect to state governments, we have a generally wide­
spread lack of acceptable accounting. Many state financial reports 
are little more than a jumble of incomplete and disconnected state­
ments. Leading state officials are sometimes unable to agree as to 
the amount of money that is available for additional appropriation, 
If the accounts were properly kept in such a way as to show accurate­
ly the commitments already made and the probable revenues yet to be 
realized, there should be no lack of understanding or agreement as 
to the state’s fiscal resources.
In municipalities the condition ranges all the way from very 
good to very poor. Though some are provided with suitable systems, 
many others are having to dig their way slowly out of a more or less 
serious muddle in which they find themselves as a result of poor book­
keeping. The most serious situation with respect to municipalities 
in the Middlewest is as to special assessment funds. Hardly a city 
can be found in which there is not a large deficit in these funds due 
almost entirely to the lack of proper accounting. About 10 years ago 
the Illinois Municipal League issued a pamphlet in which proper 
methods of accounting and reporting special assessment funds were 
set forth. In practically no city in the state have these methods 
been followed. If they had been, few if any cities would be in 
difficulty with respect to its special assessment funds at the pres­
ent time,
In county government, good conditions are an exception, while 
many examples of the poorest kind of methods could be found. We 
have the recent spectacle of a fiscal officer of the largest county 
in Illinois reported as being short several hundred thousand dollars, 
while several months later a new report indicates that the amount 
of the shortage was over 50% greater than at first reported. What 
kind of books can have been kept that would make such a situation 
possible?
"Faulty fiscal administration,” says the National Municipal 
Review, ”has played a not insignificant part in the unnecessary ele­
vation of the debt level. Chronically unbalanced budgets have forced 
wholesale funding of accumulated deficits; long-term borrowing for 
current expenses, for minor improvements and for rapidly depreciating 
equipment has made its improvident contribution; and defective debt 
structures and neglected sinking funds have perpetuated refunding 
bonds long after the existence of the improvements originally borrowed 
for. ...A sizeable minority of our municipalities do not even have 
readily available a computation of maturities of their existing 
debt.” Much, if not the greater part, of this condition can be 
traced to inadequate accounting methods.
What is said herein concerning the present unfavorable status 
of public accounts and reports is not intended to reflect upon the 
honesty, sincerity or ability of many capable public servants in 
fiscal offices over the country. The number of these persons is 
large and in many cases they are able to make themselves felt ef­
fectively. In other cases, however, they are handicapped through 
the lack of sympathetic superiors or by political considerations. 
All praise to the many people who work sincerely and honestly in 
governmental positions. It is they whom we should strive to en­
courage and to aid.
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We cannot expect public affairs to be properly administered 
as long as these conditions prevail. An adequate system of account­
ing and reporting and a capable personnel to administer it is a 
fundamental necessity in the effective management of every financial 
enterprise. In public affairs it is the most important instrument 
for accomplishing this end* Not a small portion of our present ills 
in public management can be traced to inadequate accounting, and many 
of them can be cured only through improvement in accounting methods.
In succeeding discussions we shall endeavor to indicate what 
constitutes an adequate system of accounting for governmental activi­
ties and how such a procedure can be brought about in our existing 
governments.
II
In the preceding discussion we stressed the necessity for an 
adequate system of accounting and reporting for governmental activi­
ties and the widespread lack of thoroughness in these matters in our 
existing governmental organizations.
One of the fundamental problems of public finance is the 
problem of limitation. Each governmental body or officer having to 
do with the raising and expending of public funds acts under certain 
restrictions. These restrictions limit authority in varying degrees. 
The people, through constitutions, place limits on the powers of 
legislative bodies; legislative bodies, through statutes or ordinances, 
place limitations on officials; executives, by administrative regu­
lations, restrict the activities of subordinate officers and depart­
ments.
In order to enforce effectively the various limitations thus 
prescribed, the "budget system” of finance and accounts has been 
developed. Through it, definite limits are set on the amounts of 
revenue to be raised, and on the sums that may be expended for the 
respective governmental purposes. Its use has become general in all 
kinds of governments, and its importance and effectiveness are every­
where recognized*
The budget system provides, first that authorization for 
raising revenues and expending all funds be made in advance based 
on a comprehensive presentation of all financial facts of the govern­
ment, and secondly, that accounts be kept in such a manner as to 
exhibit at all times the relation of the actual revenues to the esti­
mates and of the actual expenditures to the authorizations.
The preparation of the budget is the most important business 
of every governmental body, and one in which the public concerned 
should take the keenest interest. No authorization for expending 
money should be made independent of general budgetary considerations, 
nor without making provision for the resources necessary to meet it. 
A budget, to be effective, must be complete, must be honestly made, 
and must be steadily adhered to.
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The budget is the heart of the financial system of any govern­
mental body and after being adopted should constitute its fiscal 
program as well as its constant guide in financial operation. To 
this end the accounts of revenues and expenditures should be main­
tained in such a way as to provide continuous check against the 
approved budget and should make it possible at all times readily to 
compare estimates with achievements. This requires attention to 
the following points:
(1) Whether or not the expected revenue is being realized;
(2) whether or not the expenditures, both paid and incurred, 
are within the authorizations;
(3) that, whenever it becomes evident that actual revenues 
will not equal the estimates, steps shall immediately be taken to 
curtail expenditures and to avoid incurring liabilities in excess 
of the income available to meet them.
If the budget is to operate effectively it must be reflected 
in and controlled by the accounting system. A budget that is operat­
ed independently of the accounting system or in loose relation 
thereto cannot be carried out with a full degree of security. The 
presence of budgetary accounts in the general accounting system is 
a positive necessity for showing the current fiscal condition of the 
funds and appropriations of the municipality or other governmental 
body under consideration.
Budget control includes control from the time when obligations 
are incurred. Consequently, it is necessary to account for encum­
brances in the form of orders, contracts, or other commitments which 
will eventually become expenditures. Such items must be entered as 
a charge against budget authorizations at the time they are incurred. 
Too often the first knowledge that a fiscal officer has of an obliga­
tion is when a bill is presented for payment, after material has 
been delivered or service rendered. Then it is too late to raise a 
question, even though the item may be irregular in some degree. The 
budget accounts should also provide constant information as to the 
extent to which estimated revenues are being realized.
Present conditions are placing unprecedented peacetime finan­
cial burdens on governments. It is always of fundamental importance 
to keep finances of government on a sound basis. What is necessary 
to accomplish this end? What do we mean when we say that a public 
budget is balanced?
A budget consists in the last analysis of two items, revenue 
and expenditure. Revenue represents the income that the government 
secures mainly by levying taxes of different kinds. A government is 
not set up primarily to produce things to be sold. It assesses its 
citizens for the expenses which it must meet. For the most part, 
therefore, whatever a government pays out, its citizens must pay for, 
either now or at some time in the future.
On the expenditure side of the budget are included several 
different kinds of outlays. The first of these is the current 
expense. or cost of maintaining the different services of the govern­
ment. The next is capital outlay, meaning expenditures for public 
improvements and which result in the acquisition of physical assets 
in exchange for money. Since these facilities will be used over a 
considerable period of time, it is a common practice to provide funds 
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for them by borrowing, this borrowing to be repaid with interest 
over a long period of years. In this manner, the cost of a project 
which serves for a long period is distributed over a number of tax 
periods.
Another class of expenditure may be described as emergency 
expense. Under this heading is included such items as are special 
in character and are not expected to recur. Examples of such expen­
ditures are expenses of wars, riots, floods, and other calamities. 
A number of present undertakings of the national government, in the 
interest of economic recovery, are looked upon by it as falling in 
this class. Relief expenditures have in general been looked upon 
as being of that type, though their continued necessity suggests 
that they may for some time have to be classed as current and recur­
ring costs.
It is rarely possible, even though it might be ideal, for a 
government to meet current expenses, capital expenditures, and emer­
gency expenditures year by year out of its current revenues. The 
loads of emergency and legitimate capital expenditures are often too 
great in certain periods to make it possible to follow strictly the 
"pay as you go” plan. Consequently, it is a practical necessity for 
governments to incur indebtedness.
On the other hand, this fact makes it essential to include 
in every public budget provision for, not only all interest on in­
debtedness, but the amortization of a proper share of the principal 
of outstanding indebtedness as well. It is equally important also 
that the amount of outstanding indebtedness should not be increased 
beyond the point that the interest, as well as a proper annual prin­
cipal sum, can be met out of each year's revenue.
This, then, is the meaning of a balanced budget. A public 
budget is balanced when the revenues actually collected or outstand­
ing and collectible for a given period exceed the expenditures and 
commitments for:
First, All continuing current operations.
Second, Interest on all indebtedness.
Third, The repayment of all obligations issued in anticipation 
of the collection of the revenues of the year.
Fourth, A proper amortization of the principal of outstanding 
long-term indebtedness covering capital and non-recurring emergency 
expenditures.
A public budget, therefore, can be properly balanced only by, 
(1) determining what governmental services are essential, (2) measur­
ing their cost accurately, (3) providing for taxes or other revenues 
in sufficient amount to meet these costs; and (4) limiting expendi­
tures to the amounts thus raised.
There is always a tendency to increase the amount of items 
looked upon as emergency or non-recurring, and thus make them the 
basis for long-term financing. There is no escaping the fact, how­
ever, that all expenditures which are made by any unit of government, 
whether they be put under one classification or another, must ulti­
mately be paid with interest from funds secured for this purpose by 
taxes of one form or another. Shifting items from one section of 
the budget to another does not eliminate the fact that expenditures 
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exceed revenues and as long as this is the case, a mounting deficit 
and an increased debt results.
The fact that the federal government because of its sovereign 
powers, operates without legal restriction as to the amount of in­
debtedness it may incur or the amount of taxes it may levy, makes 
vigilance all the more essential in relation to its financial acti­
vities. In the case of local governments, even though restrictions 
exist on their powers in these respects, lack of watchfulness on the 
part of the public concerned may open the door for unsound practices 
and resulting burdens which are excessive.
Stable governmental finance — local, state, and national 
is a first essential of public confidence and of general economic 
stability. Above everything else, it should be kept on a firm basis. 
Such a condition can only be assured by strict adherence to sound 
principles of public budgeting and budget operation.
In succeeding discussions we shall endeavor to indicate the 
importance of good accounting in public budgetary procedure, and 
what methods of accounting are essential in order to provide assur­
ance that the budget of any government, when once adopted, will be 
followed and adhered to.
III
In preceding discussions we have indicated the vital impor­
tance of a sound system of accounting in governmental affairs and 
have discussed the significance of the budget as a vital part of 
such a system. A budget embraces a fiscal program for a definite 
period of time. The budgetary process, however, is a continuous 
one, and involves a proper system for carrying the budget into effect 
and administering it. Efficient budgetary execution therefore de­
pends upon effective accounting methods.
To insure a proper system of accounting for any business,
the peculiar conditions of that enterprise must be considered and 
the accounting system set up in such a way as to take account of these 
conditions. Let us observe what peculiarities exist in governmental 
affairs which may affect the system of accounting required.
As previously stated in these discussions, the term government
as here used includes the national and state governments and all 
forms of local governments.
The operations of government differ materially from those of 
privately owned business. In the latter the fundamental considera­
tion is toward the creation of a profit and the avoidance of a loss. 
In government the end is that of service which cannot be measured 
in terms of profit or loss.
Government is not an income-producing enterprise. It is an 
agency for expending moneys made available to it by its owners, the 
citizens, for whom it acts as an agent in carrying on certain 
cooperative services. Some of its activities are and should be 
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comparable with privately conducted enterprises of a similar charac­
ter, while others, in fact the majority, can have no such standard.
In a private business the physical property and other assets 
of the concern form the most important basis for its borrowing power. 
In contrast, property owned by the government is not available to 
meet its obligations. Possession of such property does not affect 
the financial policy. In a government the principal asset is the 
power to tax.
Borrowing by a private concern can be carried on to any ex­
tent that its credit and resources justify, whereas, in a govern­
ment, other than the federal government, various legal restrictions 
are placed on borrowing power through constitutional or statutory 
provisions.
A government is not only responsible for receiving and expend­
ing money, but often it must administer permanent funds as well. 
These funds must be kept inviolate, the income only to be expended. 
Much of the income of a government is ear-marked in advance for 
specific purposes. Expenditures are limited and controlled by 
constitution, statute and regulation.
Whenever a special tax levy, bond issue or other specific 
source of revenue or income is authorized a separate fund is created. 
Some funds may be expended, while others must be left permanently 
intact. Each fund is a distinct financial entity and all money and 
other assets belonging to it must be segregated and applied only to 
authorized purposes. A fund differs from an appropriation: a fund 
consists of money or other resources set aside for carrying on cer­
tain activities or attaining certain objectives; an appropriation 
is the authorization to expend a part or all of a given fund for 
specified purposes. Adjustments may be made between appropriations 
but not between funds.
Many governmental bodies, particularly municipalities and 
other local units, have failed to carry out this requirement. 
Instead they have indiscriminately merged funds which were designated 
for specific uses, and made disbursements from the aggregate of cash 
on hand without regard as to whether it properly could be used for 
the purposes to which it was being applied. Sooner or later serious 
trouble is bound to result from such a policy.
No business enterprise can be carried on successfully without 
frequent information concerning its financial operation and condition. 
Its owners are entitled to such information regularly. Government 
is not an exception to this rule. In fact, its public nature makes 
the principle all the more significant in its case. First of all, 
there should be a balance-sheet or statement of assets and liabili­
ties. No enterprise should be without this essential statement. 
No set of accounts is complete unless it produces the information 
necessary for such a statement. Yet many governments, including 
not only a considerable number of cities, most county and state 
governments, and even the federal government itself, cannot now 
produce a statement of this kind. This balance-sheet should be drawn 
in such a way that the condition of each fund will be clearly shown.
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There should also be statements of revenue and expenditures, 
showing how both compare with the budget, and showing clearly whether 
or not the revenues of the year have exceeded the expenditures, both 
paid and incurred, and the net result. There should be a clear state­
ment of bond and other liabilities. There should be operating state­
ments for utilities and other similar services, prepared on a profit- 
and-loss basis, and showing the true results of the operation of 
those enterprises.
In accounting and reporting of municipal utilities the general 
principles followed should be those applying to a similar enterprise 
under private ownership. All costs and expenses should be determined 
and included. The important thing is to apply proper principles of 
cost accounting to publicly owned enterprises as they are applied 
to privately owned enterprises of a similar type and not to show 
profits in one fund at the expense of some other fund.
The record of any financial operation is incomplete without 
suitable provision for audit. The organization of every govern­
mental agency, large or small, should be such that reasonable provi­
sion is made for continuous internal check. The nature of that check 
depends upon the size of the unit and the scope of its operations. 
In a small division, a separate personnel for such a check is not 
practicable and greater dependence must be placed on the periodical 
audit by public accountants. In a large municipality, provision for 
a continuous internal audit of financial transactions, independent 
of both operating departments and the central accounting department, 
is essential.
The internal check should be supplemented in every case by a 
periodical audit by public accountants. Such an audit should be 
looked upon as essential for every public body. It is needed for 
the protection of officers responsible for financial transactions, 
for the protection and information of the legislative or governing 
body and for the protection of the public. To be adequate, it must 
serve all these ends. It must also cover all officers and depart­
ments responsible for the receipt and disbursement of money. The 
more frequent or continuous this audit is, the better for all con­
cerned. The audit report should be published, or otherwise made 
available for public inspection. The extent of detail which may be 
required in the examination of the accounts will depend on the com­
pleteness and effectiveness of the financial records and of the sys­
tem of internal check, unless conditions suggesting fraud are sus­
pected or discovered, requiring a more detailed investigation.
The independent audit should be made by a public accountant, 
preferably a certified public accountant, who has complied with all 
state regulations which may apply, and who gives evidence of exper­
ience in or preparation for, audits of a governmental character. 
Such a public accountant is properly trained for this exacting work, 
and is in a position to act with freedom and to express fully his 
opinion.
There should be a definite understanding as to the scope of 
the audit. The standard audit procedure recommended by the National 
Committee on Municipal Accounting should be used by the auditor as 
a guide. This Committee consists of representatives of the American 
Institute of Accountants and other national accounting bodies, and 
of the various national associations of public financial officials.
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Its purpose is to develop standards of practice in municipal ac­
counting, reporting, and auditing, and secure the adoption of those 
standards. Its headquarters are at 850 East 58th Street, Chicago,
The methods of engaging auditors for government agencies are 
often very unsatisfactory and the scope of the audits and reports 
often have been seriously deficient. In many cases it has been the 
practice of public officers to call for bids and to award audit 
contracts on the basis of the low bid, without regard to qualifica­
tions of bidders or scope of the examinations expected. Many compe­
tent accountants have declined to participate in such procedure, be­
cause others less competent have offered to do the work for a fraction 
of the fair value of proper service. When such offers have been 
accepted the audits have usually failed to provide the service 
expected or needed from them, and officers and public alike have 
been disappointed and dissatisfied.
Auditing is professional service. It cannot be satisfactorily 
engaged on the basis of competitive bidding and award to the lowest 
bidder. Like legal, surgical or other professional work, its quality 
depends on the learning and skill of the individual. Such service 
can be satisfactorily procured only on the basis of ability to per­
form the work desired.
The most satisfactory method of engaging an auditor is for 
the public body to select on the basis of inquiry, by committee or 
otherwise, a firm of accountants or an individual accountant believed 
to be the best qualified for the work and in a position to render 
the most satisfactory service. This firm or person should then 
be called in and an understanding reached as to the scope, the basis 
of charge and the approximate cost of the audit. The financial basis 
of the arrangement should be at a fixed rate per diem. When the law, 
the provisions of a charter, or similar governing codes require that 
limits be imposed upon the expenditures, and when the nature of the 
work to be performed will permit reasonably accurate estimate of 
volume of work to be performed, a total maximum charge for the work 
undertaken may be agreed upon, not to be exceeded without further 
authorization.
If it is necessary to consider proposals from more than one 
auditor, the conditions of all proposals should be uniform and in 
accordance with the foregoing provisions. On receipt of these pro­
posals a careful investigation should be made as to the qualifications 
of those submitting proposals to do the work in question. The award 
should then be made on the basis of ability and reasonableness of 
fee. Ability, however, should be the governing factor.
The properly qualified public accountant is a professional 
man of high standing and fair dealing. The committee making the 
selection can by very little effort obtain, from satisfactory and 
trustworthy sources, full information regarding the standing, both 
as to integrity and as to ability, of any public accountant. If 
the selection is made on this basis, full reliance can be placed 
upon the accountant to conduct his examination as expeditiously and 
with as little cost as possible.
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If accounting and auditing in government are to fill the 
place which is required of them and to provide the guarantees which 
are expected of them they must be carried on in accordance with 
sound principles and by persons who are properly qualified. Other­
wise, the information which they produce and upon which important 
decisions of public policy must be based will be unreliable and mis­
leading. Furthermore, the public is left without the assurance to 
which it is entitled with respect to the integrity and the judgment 
which is represented by the actions of persons holding public posi­
tions.
In a succeeding discussion we shall endeavor to indicate what 
citizens can and should do to bring about the needed improvement in 
these matters.
IV
In previous discussions we have stressed the vital significance 
of an adequate system of financial accounting and reporting in public 
administration together with some of the essential qualities of 
such a system. We have indicated that in many governments at the 
present time the systems of accounting fail to measure up to sound 
principles of procedure or to fill the requirements demanded of them. 
As a result, serious difficulties have arisen in public affairs, 
due not a little to the absence of proper accounting systems. 
On this occasion we shall endeavor to indicate what can be done 
toward overcoming these deficiencies.
The first essential of a governmental accounting system is 
that the accounts be centralized under the direction of one officer 
who will be responsible for keeping or supervising the keeping of 
all financial records. This does not necessarily mean that all 
accounts must be kept in one office or at one place. It does mean 
that all accounts necessary for the governmental unit should be co­
ordinated and unified, which can only be accomplished when the entire 
accounting system is under the supervision of one responsible officer.
Keeping and supervising the accounts of a municipal or other 
government and assisting the administrative officers through the 
medium of timely and proper information, requires at least as high 
a degree of ability and experience as does such a position with a 
mercantile concern handling a similar volume of business. In 
addition to preparing budgets, keeping the various funds properly 
accounted for and preparing financial statements for administrative 
guidance, public finance officers must know the numerous legal require­
ments which apply. Voters should insist that persons seeking such 
offices have appropriate training for the post which is sought. 
Taxpayers should not be influenced by political considerations alone 
or by sympathy for someone who is out of a job or has failed in try­
ing to carry on his own business. It is not reasonable to expect 
that a person can look after public business satisfactorily if he 
has been unable to conduct his own business of a much smaller size.
If competent service in public financial positions is to be 
secured there are certain fundamental principles which must be 
followed:
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(1) Persons who seek election or appointment to such positions 
should be required to possess minimum training and experience for the 
post which they seek, depending on the nature of its responsibilities.
(2) Officers keeping accounts or responsible for financial 
management and the keeping of accounts should be selected on a merit 
basis.
(3) There must be adequate salaries paid in order to attract 
well qualified candidates or applicants.
(4) The tenure of office for such positions should be of a 
more permanent character so that the benefit of experience and effi­
ciency may be retained.
The distinguished political economist, Dr. William B. Munro, 
recently pointed out that ”No new deal in this or any other country 
will prove an enduring success until the thousands of subordinate 
public officials to whom its routine work of administration is en­
trusted are chosen on a merit basis, accorded a reasonable degree 
of security, and properly trained in the work which they are ex­
pected to do."
If the improvement that is needed in the organization and 
management of public business is accomplished, it will be through 
the efforts of the individual citizen. The responsibility for 
getting the right results in these matters after all rests upon him. 
Unless he is willing to concern himself actively in the problems 
of government and to work with other like-minded citizens for their 
solution, little change will take place.
Some of the specific things which the individual citizen can 
do toward this end are:
1. Take an active and continuous interest in the affairs of 
government.
2. Demand proof of competence on the part of those seeking 
public office and work for legislation which will set minimum require­
ments for positions requiring technical ability.
3. Insist on adequate publicity of the financial programs and 
operations of every government.
4. Insist on adequate independent review of the finances of 
every governmental unit by competent auditors.
5. Work for revision of obsolete and imperfect laws and regu­
lations which hinder the carrying out of sound principles of finan­
cial procedure.
6. Work for cooperative effort of all citizens and civic 
bodies to bring about a unified program of public finance embrac­
ing all taxing bodies in each community.
The problem of the taxpayer is not solved by considering 
only the taxes levied and collected by one local government. Many 
governments and governmental units, including state, city, county, 
township, park district, sanitary district, school system or others, 
levy taxes upon the same residents of a given community.
In most communities no means of coordination of the activities 
of these different tax-levying bodies exists. Each body proceeds 
independent of all the others, the only limitation set upon it that 
imposed by the state legislature. The budgets of all these bodies 
should be brought before a central agency or a representative group 
of citizens for review. Suitable means should exist for public 
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participation in this proceeding. Only through such a procedure can 
an adequate review of the taxpayer’s interests and of the financial 
problems of the various governmental units concerned be carried out.
In some communities organizations known as taxpayers’ leagues 
or similar bodies have sought to bring about more active participa­
tion of citizens in governmental affairs. In many cases these 
organizations have been primarily interested in the reduction of 
taxes and frequently have failed to recognize the obligations placed 
upon organized government or to cooperate with officials in securing 
a full understanding of the problems of government. These efforts, 
however well intentioned, as a rule do little to reduce the tax 
burden on the public and if they are successful at all often result 
in "cheap government at any cost.”
The best method of securing citizen participation in the af­
fairs of local government is a citizens’ advisory organization. 
The purpose of such an organization, by whatever name it is called, 
would be to give cooperation and counsel to public officials and 
information to the public. The membership should be made up of 
citizens of experience and judgment who can maintain a continuous 
contact with the fiscal affairs of a community and whose functions 
will be that of an advisory and recommendatory character to politi­
cal units which provide and disburse funds.
Among the ways in which such an organization can aid in the 
solution of fiscal affairs of the local community to the mutual 
benefit of the taxpayers and of public Officials, as recently sug­
gested in the Illinois Municipal Review, are the following:
’’Arranging for a survey of each taxing body for the purpose 
of bringing together all the financial data,
’’Securing of temporary loans to meet the immediate need for 
operating cash,
 "Stressing the necessity for sound municipal administration 
by assisting in: Preparing of detailed budgets
Control of expenditures 
Insuring of adequate income 
Reducing of fixed charges and floating debt 
Preserving credit.
’’Planning of and passing on appropriation and tax levy ordi­
nances before being acted upon, based upon and classified the same 
as the budget,
"Constant study of reports, showing the status of all funds 
and unexpended balances,
’’Influencing large taxpayers to anticipate payment of taxes, 
’’Available at all times for consultation and advice in numer­
ous instances lending encouragement and support to the highest motive. 
A nucleus through which citizens can get facts rather than preju­
dices.”
Fiscal problems of government are the most vital of all 
problems because every problem has to be solved to a greater or 
lesser degree on the basis of its financial phases. Intelligent 
financial administration of government means good government and 
without that kind of administration good government is impossible.
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This cannot be carried on without good accounting and financial 
reporting. For that reason, these instruments play a most vital 
part in the conduct of public affairs. It is not too much to say 
that many of our present public financial ailments and uncertainties 
are due primarily to defective accounting, and that permanent cures 
can be brought about only if sound and adequate accounting methods 
are adopted and adhered to.
To secure the best government, three elements are indispens­
able: (1) an effective plan of organization and system of procedure, 
(2) a competent personnel, (3) an alert, intelligent citizenry. 
The absence of any of these reduces the effectiveness of the others. 
Together they can insure an administration of public affairs that 
will be both efficient, democratic and serviceable. May the efforts 
of every citizen and public employee be constantly and unreservedly 
devoted to these ends.
